FROM RICHES TO RAGS
in 1911 had spent $1,500,000 on public charity were by
1928 spending $20,000,000 annually.
Flaws in banking practice might also have been suspected.
During the six years prior to the October crash of 1929 bank
failures occurred at an average rate of nearly two a day, but
since the delinquents were minor institutions, chiefly in small
towns, scant publicity resulted. Nor was the output of goods
commensurate with the capacity to produce* At least twenty
per cent of the country's resources were not being utilized, to
the loss of about fifteen billion dollars in national income, or
one fourth of the goods and services it was actually produc-
ing.
Yet beyond question the major shortcomings of the Amer-
ican economy lay not with production but consumption*
Already in the early autumn of 1929 financial pages gloomed
over "heaviness" in automobiles and radios, slackening of the
building trades, disappointment along the new frontiers of
aviation* Much of America's productive effort and income
had lately gone into luxuries and durable goods, whose pur-
chase could be postponed without affecting daily needs* At
the first storm warnings these goods would pile up in ware-
houses, causing wheels to stop turning and huge areas of job-
lessness to appear. This was one reason why the Depression
following 1929 was unparalleled for severity and duration*
Even in 1929 the purchasing power of the American peo-
ple looked ill-balanced, an anomaly soon to be pointed up by
quotation of Carlyle's phrase, "poverty in the midst of
plenty/' Between 1923 and 1928, while the index of specu-
lative gains rose from 100 to 410, the index of wages ad-
vanced from 100 to a mere 112. Naturally enough* too little
income went for consumer goods in proportion to the tor-
rents that flowed into investment channels and the call-
money market, into the making of new capital equipment for
future production and into the savings of the well-to-do.
Never before had so large a share of the national income been
saved and invested as in this decade, nor had current pro-

